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extremely unlikely that there will be a negative reaction on
consumers* expenditure large enough to offset a once-for-all
expansion in investment expenditure. It is, moreover, to be
expected that, with a continuing higher level of investment
expenditure, there will be associated a secondary continuing
higher level of consumers' expenditure. This cannot, indeed,
be demonstrated, as is sometimes attempted, by saying that
the extra men called into work in the investment industries
will want to spend their income and, by doing so, will generate
employment for other people. For, if at the same time that a
thousand men are called into employment in the investment
industries a thousand are thrown out of work in the con-
sumption industries, the damage done to employment elsewhere
by that will offset the benefit resulting from the expenditure
of the new men in the investment industries. It is necessary
to assume that men will not be thrown out of work in the
consumption industries in order that the argument may be
legitimately employed. In other words, we have to use our
conclusion as a premise for the proof of it! There is, however,
a different method of attack, which is not thus circular. When,
through a decision of the public authorities, a net increase
in the rate of investment is brought about, this entails that
more funds for it have to be supplied. But this will only be
done if the rate of interest rises, or if aggregate real income,
and so aggregate employment, increases, or if both these
things happen. With a normal banking and monetary system
the rate of interest will rise to some (probably) slight extent.
This entails that people will find advantage in having less
money in passive as compared with active balances, which
entails that aggregate money income rises. With a banking
and monetary policy hinged on cheap money and so regulated
that, in order to prevent interest from rising, the banks will
always create whatever new money is required for that pur-
pose, real income has to be enlarged; since otherwise the
funds for additional investment which we have supposed to
take place would not be forthcoming. But extra real income
implies more employment and so, with money wage rates
fixed, in general a larger money income. Thus in any event
aggregate money income is not only increased, but is increased
by more than the addition made to the part of it derived from
investment. In the language which is now fashionable among

